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14 JAN 1971 


MEMORANDUM FOR: Special Support Assistant to the Deputy- 

Director for Support 


ATTN: 


25X1A 


SUBJECT: 


Tax Exemption- -CIARDS Disability Annuities 


1. In line with your interest this date on subject, there is attached' 
an excerpt from the House Committee hearing on the proposed CIA Retire- 
ment Act in which there appears the request from the Chairman of the 
Ways and Means Committee to defer to that Committee on the provision 

in the bill exempting disability annuities from Federal income taxes. Also 
attached from the same source is the language of the provision in question 
together with a short explanation. 

2. As a matter of fact, following this hearing the Ways and Means 
Committee did not act at all on the proposition even though encouragement 
was given up until the close of the 88th Congress in late 1964. 

3. In the succeeding 89th Congress, after the CIA Retirement Act 
had become law, the proposition was introduced as a separate bill (H. R. 8815) 
and referred to the Ways and Means Committee. Again, while prospects 

for favorable consideration looked bright at the outset, action became 
ensnared in an overall policy review of the general subject by the Joint 
Committee on Internal Revenue Taxation. As a consequence, our report 
to the Ways and Means Committee on the legislation was never cleared 
by the Bureau of the Budget. 

4. The justification for the proposition, in addition to the existing 
Foreign Service precedent, has been that conditions of service and exposure 
of CIARDS personnel are such that their disability, like Armed Forces 
members and Foreign Service personnel, are sufficiently duty connected 

to warrant exclusion of the resulting annuity from taxation. Bearing 


Approved For Release 2001/08/29 : CIA-RDP78-04722A000200020104-9 



Approved For ReWse 2001/08/29 : Cl A-RDP78-04722A00t*00020 104-9 


negatively on the issue is the fact that tax-exempt FECA benefits are 
already available in performance of duty cases and the general reluctance 
to extend the existing Foreign Service exemption to any new civilian 
group in the face of numerous bills introduced every year to provide 
similar treatment for Civil Service disability annuities. 

5. Based on our most recent readings with the Ways and Means 
Committee, prospects for this type of legislation appear dim, although 
this doesn't mean we shouldn't give it a try. Moreover, this legislation 
would probably never be favorably acted upon by the Ways and Means 
Committee without the concurrence and support of the Office of Manage- 
ment and Budget, Treasury, and possibly the Civil Service Commission. 


II 25X1 A 

AssistaAt Legislative Counsel 
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LNo. 2G] 

SUBCOMMITTEE NO. 1 CONSIDERATION OEH.R. 7216, TO AMEND THE 
CENTRAL INTELLIGENCE AGENCY ACT OF 1949, AS AMEND ED 
AND FOR OTHER PURPOSES ’ 


IIUUHE 


vi'' ayiiil'lli'iSENTATIVEfi, 

Committee on Armed Services, 

SonCOMMITTEE No. 1 

. . Washington, D.O., Tuesday, July 23, 1963. 

X m im 't ’tfc .10 a.m., Hon. L. Mcndol Rivers, chairman 

ol hi to subcommittee,, presiding. 

HrW ■ ke * ; *' ke c<)in,n ^i ;ce come to order 

tlvit n fAr an0t , k ? r V ry iin P oi : tan( r engagement, and lie asked 

that aftto Ins statement lie be excused. And, of course, we want to 

to come ifev lo im ‘ A”? 1C , 1S late , 1 T So 1 wiU ask tllG committee 
pkee of l0t US b ° 8 ‘ In th0 kcarin 8 s on this very important 

Members otf the committee, we are mooting this morniim- to be«in 
h^rm^ on iM 7216 a bil 1 to amend the Central Intelligence Agency 

^TdA* hC0 ~ “ d * — » C “ te ““ k-% testily & 

ing session for ail of , 

Now, this looks lil 
of the provisions curren 
The first part of the bib , 

CIA Act up to date on suon tilings as travel and medical benefitsT It 
„4? 0 C S ntams a Proposed ne\section authorizing the Agency to receive 
gifts from individuals and business organizations. 

rA\ AAT’wr f nd Iar g. e ) tllc \ a in purpose of this bill is to authorize 
CIA to establish a special rotirWnt system for a limited number of 
their employees and we will goWo that part first. The system is 
identical, or almost identical, to tlffe retirement system of the Foreign 
bervice and I am advised that it do\not provide anything new 

n/r r^ Vl11 n( ?p lsk Mr ; McCone to disefes all of this at this time. Mr. 
lcCone will present a general statement on this bill and answer a few 

^ 1 tolXf i 10n -c J ke ?’ because of the specific discussion 

will involve classified information, of course we will have to <*o into 
executive session. \ ° 

Mr. McCone, I would like to ask you andyour people as they testify 
on the retirement system to point out anything that is difforeiit from 
too F oreign Service system. This committees jurisdiction over 

which nt export wiha Foroign Sorvfce rotiremont system 

w Inch, as it stands today, is tlio result of some 40 Years 5 of experience. 

G9-0CG — G3 — No. 2G X (o783) 


. A* i-T - j 4T1.J,, irxuV^UlRJj Wild! 

stati, and 1 am sure that this will be an enlighten - 

7 vei T complicated bill. Actually, almost all 
r exist as law applying to executive agencies, 
contains technical amendments to bring the 
i things as travel and medical benefits. 
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59 1G 

TITIjIO III— INTERNAL KKVKNITE CODE AMKNDMJ5NT 

Furngraph (■)) of section 304(a) of the Internal Revenue Code of 3054, as 
amended (2t» IJ.S.O. 304(a) (4)) (relating to the exclusion IVoui gross income ot 
compensation for injuries and sickness) is hereby amended to read as follows: 

"(4) amounts received us a pension, annuity, or similar allowance for 
personal injuries or sickness resulting from active service in the armed force; 
of any country or in the Coast and (Jeodetic Survey or the Public Ileal?!. 
Service, or as a disability annuity payable under the provisions of sects.;, 
n;J3 of the Foreign Service Act of J!)-JW f us amended (22 IJ.K.O. 3083, 00 Sha. 
3021 ), or as a disability annuity payable under the provisions of section 2M1 
of the Central Intelligence Agency Retirement Act of 3! Hid.” 

tt.rpl an fit ion , — This section amends paragraph 4 of section 104(a) of 
the Internal Revenue Code of 1U54 to exempt disability annuities unde 
title It of this act from Federal income lax. Tins is the same exempli,;, 
already accorded similar annunitics for participants under the Forei^r. 
Service disability and retirement system and for members of the unb 
formed services. (This section was favorably reviewed by the Depart- 
ment of Treasury in processing within the executive branch.) 

Mr. Warnku. Pago 1, line 5, this is a now title to the bill. I don*; 
believe it needs any explanation. At line 10 we have the inclusion ni 
the iVputy Director within the definition of director to permit Gen- 
eral Carter to make the determinations required under the act. 

Mr. Jvumv. Is that the normal procedure to write that into iho 
statute? \ 

1 si i ■{, f 1 no rn i al 1 y accom pi i si i ed 1 >y de 1 ega t ion? 

Mr. Wai\kk. Well, we felt that these actions are of sufficient im 
portaneo UiaVit ought to he abundantly clear. It does vary — some- 
times it is in stitut.es; sometimes not. We thought it would be belli'? 
to make it cleam.hat the Deputy Director is fully authorized to act lor 
Director in thescWituations. 

Mr. Hardy. I flhink that is probably all right, but every now and 
then when we get iYf.o situations where there are circumstances as im- 
portant as these, it Vis generally been the thinking that the ultima?*.: 
responsibility ought tV be placed exclusively on the top administrate 
officer, winch in this Vase would be the Director. I don’t know 
whether \ 

Mr. Paths. And lie delegates it if he wants to ? 

Mr. .Hardy. Yes. TheiXin the event you have got a real eonv- 
back \ 

Mr. Iviviuts. I can’t concoiV how (here would lx*. any <ii jlV.rcnn* < 
opinion between the two becaSiso the IVesident would certainly re- 
move him if there were, any slVnauigans between l lie two of (.heir. 
I don’t see how it can hurt. \ 

Mr. Ih.AXDi'xmn. Does the ForeiVn Service Act give this aufhorir 
to (he Secretary of State and does ne delegate if or does it 

JM r. Woodtkak. It is given to the ns*. e ret ary of State and delegate" 
to M it*. personnel director, \ 

Mr. PbANin’OhM). You have never hu\any problem then, insofar.! 
interpretations- are concerned, that a delegated authority u (lectin;: 
retirement has been quest ioned, I mean to y£nr knowledge ? 

Mr. Woodyisar. To my knowledge we hMe never had any probk; 
with it. \ 

Mr. Hardy. I just have a doubt in my mimYtliat we ought to have 
departure* from what is normal practice in thisA ’ That is all. 

Mr. Blandford. Nothing actually is added \r detracted from it. 
Mr. Hardy, if it Were deleted. \ 
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